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PRELIMINARY REPORT - THIRD AMENDMENT TO THE REDEVELOPMENT PLAN
FOR THE HAWTHORNE REDEVELOPMENT PROJECT AREA NO. 2 - CITY OF
HAWTHORNE (SECOND DISTRICT)

Consistent with Board policy and direction, we are advising your Board that the City of
Hawthorne hassent us the Preliminary Reportfor the proposed Third Amendment to
the Redevelopment Plan for Project Area No. 2. The Preliminary Report includesthe
following information:

• Map of Project Area (Attachment I)
• Physical and Economic Conditions of Blight (Attachment II)

• List of Planned Projects (Attachment Ill)
• Impact on County General Fund (Attachment IV)

The boundaries of the proposed Third Amendment encompass approximately
111 acres, and include Areas “A” and “B” indicated on Attachment I, northwest and
southeast of the intersection of Aviation and El Segundo Boulevards. The proposed
project is intended to assist in the construction of a consolidated and state-of-the-art
Los Angeles Air Force Base. The Air Force believes that failure to modernize the Base
will likely lead to its inclusion in the next round of military base closures. A developer
will construct new facilities for theAir Force at Area B in exchange for the rightsto build
new residentialdevelopmentsat AreasA and C (Area C is in the existing project area
and is located on the eastside of Aviation Boulevard, north of Marine Avenue, and
southof RosecransAvenue).
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The information on the project areaandthe physical andeconomicconditionsof blight
(AttachmentII) was extractedfrom the Agency’s Preliminary Report. Consistentwith
proceduresapprovedby your Board, this office conductssummaryexaminationsof
proposedproject areasand reviewsagencypreliminaryreports. Unlessconcernsare
raisedby this initial review, a more in-depthanalysisis normally not conductedgiven
resourcelimitations. Basedon the summaryexaminationof the report, site visits, and
meetingswith the City and Air Force staff, it is our conclusionthat the project area
generallyreflectsblighting conditionsconsistentwith legal requirements.

As we advisedyour Board in our initial Notices on this project, a financial gap exists
betweenthecostto constructthenewAir Forcefacilities at Area B, andthe resalevalue
of the residentialdevelopmentsat AreasA and C, and that the developeris requesting
that the City of Hawthorneand County of Los Angeles contributetheir sharesof tax
incrementwhich would normally be passedthrough to the them basedon California
RedevelopmentLaw. Under the Agency’s proposal, the County would contribute its
shareof approximately$1 1 million over 30 years. It should be notedthat Areas A, B,
andC arenow ownedby theAir Force,therefore,the Countycurrentlyreceivesminimal
propertytaxes.

The proposedcontribution of County tax incrementwould require approval by your
Board. CountyCounselwill assistin developinglanguagefor an amendmentto theTax
Allocation Agreementof ProjectArea No. 2, and that amendmentwill be included in a
future Boardagendaletter. In addition,CAO staff is working with an outsideconsultant
to verify the financial gap, and Los Angeles Economic DevelopmentCorporation is
developingananalysisof theeconomicimpactof theBaseon the regions’economy.

A public hearingon the proposedadoption of the amendmentwill take place on
August25, 2003. Failure to voice opposition, if any, at the hearing may preclude
the Countyfrom legally challengingtheproposedproject at a laterdate. If you haveany
questionsregardingthis information,pleasecall me, or yourstaff maycall RobertMoran
of my office at (213) 974-1130.

DEJ: LS
MKZ:RM:nl

Attachments

c: Lloyd W, Pellman,CountyCounsel

J. Tyler McCauley,Auditor-Controller
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Attachment IFIGURE 1
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Attachment U

PROJECT AREA DESCRIPTION
PHYSICAL AND ECONOMIC CONDITIONSOF BLIGHT

(From Agency’s PreliminaryReport)

Physical Blighting Conditions:

The following is abrief summaryof thephysicalconditionsin the ProjectArea:

7 of 7 buildings(100%) in AreaA and10 of 16 buildings(62.5%) in AreaB were
determinedto posealife-safetyrisk in theeventof seismicactivity. Deficiencies
were found in the structural integrity of the walls and building designwhich
makesthe buildings susceptibleto “pancake”collapseasa resultof seismic
activity.

• Factorsthat preventor substantiallyhinder the economicallyviable use or
capacityof thebuildings in AreaA andAreaB include:

Building operationsthat are dispersedat three locations with separate
activitiesthataredesiredto begroupedat onelocation;

• Office buildings with floor platesthat are too small and subdividedinto
individual offices which reducesspaceefficiency;

• Buildingsthatweredesignedfor manufacturingandairplanehangarscannot
beefficiently adaptedfor office useasheating,HVAC, andfire suppression
systemsareinadequateor nonexistent;and

• A reductionin parking in Area A of 30% and Area B of 15% due to new
securityrequirements.

• EconomicConditions of Blight:

The following is a brief summaryof theeconomicconditionsof blight thatexist in

theProjectArea:

• Most of thebuildingsin AreasA andB areknown to containasbestosandlead
basedpaint. Theneedfor remediationofthesehazardousmaterialssoburdens
the existing property that an economically viable commercial reuse is
improbable.

• Projectedrenovationcostsexceedthecoststo constructnewfacilities.

• The gapbetweenthecostof newAir Forcefacilities in Area B andthe resale
value of thenewresidentialdevelopmentin AreasA andC cannotbefundedby
theprivatesector,andfurtherevidencestheimpairmentof theAFB investments.
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AttachmentIll

Estimated Project Costs

LIST OF PLANNED PROJECTS

Item or Program Amount

Public Improvements
Seweranddrainageimprovements,utility undergrounding,
streetwidening,gradingandfinishing improvements

$ 13,200,000

Air Force BaseImprovements
Provisionof relocationassistancefor consolidatednew
facilities at Area B andsubsequentreuseof AreaA and
AreaC

$ 10,000,000

Housing Assistance
Low andModerateIncomeProjects $ 12,200,000

Debt Service
Issuanceof taxallocationbondsto fund thefinancial gap $ 74,900,000

Administration $ 2,200,000

TOTAL $ 112,500,000
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AttachmentIV

IMPACT ON COUNTY GENERAL FUND

Limits of Plan

• Incurring Debt: 20 years

• RedevelopmentActivities: 30 years

• Limitations on Collection of Tax Increment: 30 years

Estimated Project Revenues

• AssumedAnnual Real Property Growth Rate: 2.0%

• New Constructionvalues: AreaA: $ 275,128,000

AreaC: $ 86,096,000

• BaseYear AssessedValuation: $ 3,000,000

• Gross Estimated Increment (30-yearCollection): $ 121,037,668

• Housing Set-Aside(20% Minimum): $ 24,207,534

• County’s statutory passthrough share: $ 11,756,911

Financial Impact on the County General Fund:

Thisproject is auniqueproposal,asit involvestheconversionof publicly-ownedparcelsto
theprivatesector. Therefore,predictingwhetherornotfuture privatedevelopmentactivity
would occurregardlessof redevelopmentat thesesitesis difficult. Accordingto theCity’s
proposal,theCountywill contribute30-yearsof its statutorypassthrough(approximately
$1 1.8 million) to theproject. Becausetheentireproject areacurrentlysitson government
property,currentreceiptof tax incrementis minimal, Therefore,the30-yearcontributionof
County sharewould be generatedby tax incrementwhich would not haveotherwise
occurredwithout theproposedproject. Underthisscenario,theCountywould benefitfrom
the increasein propertyvaluesafteryear30.

Another potential scenario includes the base modernization and new residential
developmentwithouttheuseof redevelopment.BecausetheCounty’snormalshareof tax
incrementwithout redevelopmentis higher than the County’s shareof statutorypass
throughwith aredevelopmentproject, theCounty’ssharewould behigher,assumingthe
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project is completedwithout redevelopment. However, accordingto the City and the
developer,theproposedBasemodernizationandnewresidentialdevelopmentplan is not
possiblewithout thetoolsof redevelopment.

Yet anotherscenarioincludestheuseof redevelopmentwithouttheCounty’scontribution
of its $1 1.8 million of tax incrementpassthrough. However,becauseof thefinancialgap
that exists in the cost to modernizethe Base and the value of the new residential
developments,it is unlikely thattheprojectwould beundertakenwithoutthecontributionof
tax incrementfrom theCountyandthe City of Hawthorne,
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